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ABSTRACT 
International joint venture manufacturing is important for both the Chinese economy 
and the large number of foreign companies which are investing in China. A literature 
survey investigated previous research in this area from both Western and Chinese 
researchers (and published in either English or Chinese). By reviewing the extant 
literature in both languages, a broader understanding of the purposes, issues and 
problems associated with IJV manufacturing in China was obtained. The investigation 
showed: 1) A significant amount of research has investigated the business advantages 
of international joint ventures but very little has been published on operational issues; 
2) Operations management researchers have, until now, largely ignored this area, 
although operational aspects play a key role in the success of manufacturing ventures; 
3) There are some important differences between the conclusions of Western 
researchers on international joint ventures and the points raised in the articles published 
in Chinese. From these points, this paper develops an agenda for further research into 
IJV manufacturing in China. 
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INTRODUCTION 
The growth in the Chinese economy is impressive by any standards-gross national 
product has increased annually in real terms by, on average, 8.9 % over the period 
1978 to 1995 [Economist Intelligence Unit, 1985 19961 and, if this growth continues, 
the Chinese economy will be the third largest in the world at the beginning of the next 
millennium. Fast growth, a potentially huge domestic market [Chan et al, 19971 and 
low labour costs all lead to the People’s Republic of China (PRC) being an attractive 
area for foreign investment. As a consequence, more than one hundred of the Fortune 
500 companies have businesses in China [Lu and Wang, 19961 and many others are 
also investing. Foreign direct investment (FDI) increased from $2.65 billion in 1984 to 
$ 73.3 billion in 1996 [Liu and Ye, 198519971 and currently over 14 million Chinese 
are employed in enterprises created or supported by FDI [Anonymous, 1996a]. 
International joint ventures (IJVs) account for over half of foreign investment 
[Liu and Ye, 1985-19971 and, of these, 67% are in the manufacturing sector [Scroath 
et al, 19931. Due to this very high level of foreign investment in Chinese 
manufacturing, over 90% of manufactured goods exported from China in 1994 came 
from enterprises supported by foreign investment [Anonymous, 1996a]. 
Manufacturing IJVs are viewed by the Chinese authorities as the preferable 
form of foreign capital because they provide an opportunity for the transfer to the 
Chinese economy of advanced technology and management skills and lead to increased 
exports [Anonymous, 1996a]. Western companies also have a particular interest in 
manufacturing in China as it gives them access to the large Chinese market and to 
potentially low production costs [Davies, 19941. Since IJV manufacturing is critical to 
both the Chinese economy and many foreign investors, it is an area which is worthy of 
investigation by operations management researchers. 
Investments in manufacturing IJVs in China are often warranted because of the 
strategic benefits they can bring. However, in practice, IJVs do not always perform 
effectively. For example, ineffective operations management and financial losses have 
been reported at 30-60 percent of manufacturing IJVs [Anonymous, 1996a] 
[Anonymous, 1995b] [Han and Xu, 19951. In addition, many parent companies are 
dissatisfied with the performance of their IJVs [Beamish, 19931. Much of the 
dissatisfaction and financial losses associated with IJVs is related to problems in 
operations management. For example, finding high-quality local suppliers is not simple 
[Bruijn and Jia, 1993/4]. This is complicated by the fact that IJVs are required to 
balance their foreign exchange. This means exports must be increased or a higher 
percentage of components must be purchased locally. However, increasing exports can 
be difficult as Western partners’ main focus is access to the Chinese market. 
The importance of research into operations management in an international 
context has been recognised [Sweeney, 19941 [Adam, 19921. Similarly the importance 
of research into IJVs worldwide [Fey, 19941 and especially in China [Anonymous, 
1996a] has also been noted. A stream of research has investigated the role, the 
legislation, the strategic planning, and the organisation of IJVs (see for instance, 
[Friedman and Kalmonoff, 19611, [Hennart, 19911, [Fey, 19941, [Chi and McGuire, 
19961, [Mitchell and Singh, 19961, [Harrigan, 19861, [Hamel, 19911, [Janger, 19801, 
[Killing, 19831). However, both Western and Chinese research have largely ignored the 
manufacturing operational issues. Therefore, from a operations management 
perspective, this paper aims to: 
1) Review the literature on IJVs in China by Western researchers; 
2) Review the work of Chinese researchers in this area, in order to contrast these with 
the Western viewpoint and obtain a broader perspective; 
3) Identity the most relevant opportunities for research into manufacturing IJVs in 
China. 
INTERNATIONAL JOINT VENTURES: ADVANTAGES AND LIMITATIONS 
Although IJVs are a relatively new form of business venture, compared to domestic 
joint ventures or multi-national enterprises [Shenkar and Zeira, 19871, they are 
increasingly important [Fey, 19941. Most of the literature agrees that IJVs are a key 
form of international business. The main rationale for using IJVs over other forms of 
FDI is that they normally have lower transaction costs and offer either strategic or 
specific local advantages [Baran et al, 19961. Nevertheless there is some debate about 
the circumstances in which they are effective and the best ways in which they can be 
managed. This debate reflects the fact that failure rates of IJVs are relatively high 
[Shenkar and Zeira, 19871 and that alternative modes for market entry, such as wholly- 
owned subsidiaries or long-term licensing agreements, may in some circumstances be 
more effective than IJVs [Teagarden and Glinow, 19901. 
Theoretical research has shown that transaction costs should be lower in IJVs 
[Chi and McGuire, 19961. This has been empirically verified by Hennart [ 19911, who 
conducted a large scale study on Japanese-US joint ventures. Fey [ 19941 went as far as 
to say that IJVs are “a superior mode of operation” due to their cost efficiencies. Chi 
and McGuire [ 19961 claimed that IJVs also have strategic advantages. For example, 
they offer an effective vehicle for companies pursuing vertical integration [Stuckley, 
19831, or horizontal integration [Beamish and Banks, 19871. Harrigan [ 19861 argued 
that joint ventures help to increase productivity and competitiveness because they pool 
the resources and the strengths of the individual partners. However, an empirical study 
[Mitchell and Singh, 19961 rejected the “widely stated... argument” that inter-firm 
collaboration, including IJVs, is always effective. Therefore, specific business 
circumstances influence whether IJVs really are the best approach for companies. 
Despite their potential benefits, Harrigan [ 19861 identified several risks with 
using IJVs. These include: the risks of conflict on the sovereignty of technology 
transfer between partners, or between partners and the host government, and a loss of 
competitive advantage which may result if the decision making between the IJV 
partners is slow. These drawbacks normally result from the relative inexperience of 
companies using IJVs. Other problems may arise because of restrictive governmental 
regulations, often resulting from lack of understanding of IJVs on the part of the 
authorities. However, most problems are created by the inability of IJV partners to 
“manage ventures effectively” [Harrigan, 19861. 
IJVs may be more appropriate for some industrial sectors and in some 
circumstances but not in others. For example, in industries such as oil and bauxite 
extraction where capital costs are high, IJVs are common--because they allow 
companies to reduce their individual risks [Hennart, 19881. Another example where 
IJVs offer a big advantage is in the transfer of knowledge such as production know- 
how and management skills. However, the cost of creating an IJV means that it is only 
viable for substantial projects, as shown by the automotive industry’s reluctance to use 
IJVs for the production of smaller components [Hennart, 19881. 
One set of researchers have concluded that the “academic understanding of 
joint ventures is still limited in scope and depth” [Yan and Gray, 19941. In addition, 
another researcher has expressed the opinion that all theories on IJVs are weak 
because they do not provide companies with clear information on how to manage their 
ventures successfully [Baran et al, 19961. Therefore, research into operational issues at 
IJV manufacturers in China would, potentially, be a useful contribution. From previous 
research, it can be concluded that, in theory, IJVs are an effective form of international 
investment but in practice the actual business situation needs careful consideration and 
IJV implementation needs to be managed appropriately. However, information on how 
to manage IJVs is sparse. 
RESEARCH INTO IJVs IN CHINA 
Overview of the Research 
Research on IJVs in China has been published in both the English and the Chinese 
languages, by both Western and Chinese researchers. However, it should be noted that 
the majority of the Chinese studies have not been published in the west. In order to 
give a comprehensive view of previous investigations of IJVs in China, the literature in 
both languages was reviewed and is summarised. 
The number of IJVs in China has risen rapidly-Table I shows that over 34,000 
were formed in 1992 alone. Pan [ 19941 quotes government figures that over 4 1,000 
foreign investments had been made in China from 1979 to 1991, many in IJVs. Fan 
[1996] identifies that there were 167,500 IJVs which had been formed by the end of 
1993. Many foreign companies have invested in China: Taiwan and Hong Kong are the 
major outside investors [Glaister and Wang, 1993][0sland and Cavusgil, 19961, 
followed by the US and Japan [Fan, 19961. German investment is also rising rapidly 
[Wang, 19961. However, many IJVs have closed and many of those remaining have 
experienced significant changes in the equity levels of the partners [Pan et al, 19951. 
Table I: Statistics of IJVs in China and Papers on Sino-Foreign Joint Ventures 
Year No. of IJVs formed Investment No. of trade No. of No. of Papers 
by year (Million US $) papers (in Academic - All Types (in 
English) Pape :rs (in I Chinese) 
1979 
1980 
1981 
1982 
English) 
300 6 * 
300 1s * 
^^ 30 11 * 
_- 400 I 8 I 
I * 
1 1983 1 * I 400 12 * 
260 11 * 
,.- _^ 
1984 * 
1985 * 5&l 3’) * 
1986 * 800 24 * 
1987 * I 490 28 - * 
1988 * I 980 58 - * \ .^ I - _ I I 
1 Total 1 I 1090 41 .__ ..-- ~~~~~ Sources: China Statistical Yearbook [Liu and Ye, 1985-I 9971; ABI database; and Database of Chinese 
Scientific and Technical Periodicals (DCSTP). * indicates data not available 
1989 1 * 2 040 36 196 
1990 I * 
I 
I 890 51 4 231 
1991 * 2 300 32 1 183 
1992 34 354 6 120 49 2 268 
1993 54 003 15 350 148 8 291 
1994 27 890 17 930 162 7 331 
1995 20 455 39 741 210 9 371 
1996 12 628 31 876 180 10 474 
Foreign investment on IJVs was US $6.12B in 1992 and rose to US $3 1.876B 
in 1996 (Table 1). The formation of IJVs is the most popular form of FDI [Fan, 19961. 
Along with the rise of IJVs in China, there has been a large number of articles 
published. Table I shows that the number of articles in Western trade journals has risen 
from six in 1979 to 180 in 1996. These articles, appear in trade and popular journals 
such as Chemical Market Report (e.g. [Lerner, 19961) Business China (e.g. 
[Anonymous, 1996b], [Anonymous, 19931) B usiness Asia (e.g. [Anonymous, 19941) 
and China Business Review (e.g. [Kamis, 19961). Trade articles typically discuss newly 
created IJVs and their business objectives or report on, problems encountered by 
established ventures. Although trade publications do not systematically investigate 
IJVs, they are a useful source of anecdotal evidence on the key areas in which 
academic research would address practical problems. From the trade and popular 
management press a number of typical issues faced by IJV managers can be identified, 
such as problems resulting from: cultural differences [Anonymous, 1996b]; human 
resource management [Anonymous, 19941; management training [Kamis, 19961; and 
product selection [Lemer, 19961. Interestingly, operational issues are frequently 
mentioned such as difficulties with: quality control [Anonymous, 1996b]; production 
capacity [Lerner, 19961; or sourcing and supplier management [Anonymous, 19931. 
There has been a growth in the last few years in the number of Western 
academic papers describing research into IJVs. Table I shows that ten papers were 
published in English in 1996 and, in total, 4 1 academic papers (code 9130) were 
identified from the AD1 database. A large number of articles (mainly in trade journals) 
have also been published in Chinese (Table I). 
Western Research 
Table II summarises the content of the 41 western academic papers published in 
English. It can be seen that the majority of papers (28) have been published in general 
management journals, followed by marketing (7 papers) and human resource 
management journals. 
International marketing and market entry are the most frequently addressed 
topics followed by strategic planning, FDI, and IJV performance. Although operational 
issues are frequently mentioned in most papers, these are not normally investigated in 
detail, or from an operations perspective. However, a few papers focus on very 
specific areas of operations management, for example, technology management 
[Martinsons and Tseng, 1995b] [Tsang, 19951 [Lan, 19961. 
A broad range of topics are covered by the literature in English, however, these 
can be grouped into four main categories: 
l Legislation on IJVs in China, their formation and characteristics 
l Relationships pertaining to manufacturing IJVs 
l Operational issues 
l Performance of IJVs. 
1) IJVs: Legislation, Formation and Characteristics 
Although there are now seven forms of international alliance under Chinese law, 
Teagarden and Glinow [ 19901 argued that these can be categorised from a business 
perspective into the four types shown in Table III. The lack of clarity in the laws and 
regulations governing IJVs has often made their formation difficult for foreign 
companies [Pan, 19941. However, Glaister and Wang [ 19931 and Pan et al [ 19951 each 
charter the history of IJV legislation in the PRC and how the formation of IJVs has 
become progressively easier. 
Each type of IJV has associated characteristics, which influence the 
circumstances in which they will be effective (Table III). For example, equity joint 
Table II: Summary of Western Research on IJVs in China 
No. of Type of Publication Areas Covered (number) Methodology Industries used as Foreign Partner(s) 
Publications Samples 
41 papers General Management 28; 1) Marketing ( 18) Case Studies - 14; Manufacturing 39; United States 38; 
(identified from (e.g. International Studies of Management & 2) Strategic Planning (13) 1 =<size=O 2; Construction 8; Hong Kong 19; 
the ABI database, Organisation, Academy of Management 3) Foreign Direct Investment (13) 4=<size=<8 9; Service 5; Europe 18; 
1990-I 996) Journal, Journal of General Management, 4) Performance ( 12) 9=+ize =<43 3; Banking 2; Japan 6; 
Management International Review, Journal of 5) Multi-national Companies (11) Overseas Chinese 5; 
1 book International Business Study, Journal of Asian 6) Culture Differences (10) Postal Surveys - 12; Others 5 
Business, Journal of Small Business 7) Alliance & Partnerships (9) 25=<size=4 S I; Others 12 
Management, International Journal of 8) Ownership (7) 
Management) 9) Management Style (7) Archival Analyses - 10; 
Marketing 7; 10) Organisation Behaviour & 127=<size=<4223; 
(e.g. Journal of Euromarketing, Marketing Structure (7) 
Intelligence & Planning, Journal of Global 11) Negotiations (5) Literature Reviews - 4; 
Marketing, Journal of International Marketing) 12) Success Factors (5) 
Human Resources Management & 13) Technology Transfer (4) Models (hypothetical 
Organisation Behaviour 3; 14) Characteristics of IJVs (4) examples) - 2 
(e.g. Journal of Managerial Psychology, 15) Human Resource Management 
lntemational Journal of Manpower) (4) 
Technology Management 2; 16) Control Mechanisms (3) 
Strategic Management 1; 17) Management Skills (2) 
Book 1 18) Quality ( I ) 
19) Relationships ( 1) 
Note: 
1. The types of publications identified in the second column total 42; 
2. Several key words are identified in each article therefore the third column shows that the 4 I articles and 1 book covered 19 main areas with, for example, 18 articles discussing 
marketing issues; 
3. The fourth column indicates the methodologies used. For example, 14 publications describe case studies of which 9 papers describe between 4 and 8 cases. Postal surveys are described 
in 12 papers with samples of between 25 and 15 1. 
4. Some research covered multiple industries, therefore the fifth column shows that 39 used samples from the manufacturing sector, 8 uses samples from the construction sector, etc.; 
5. The sixth column shows that of 42 publications, 38 sampled in Sino-US joint ventures, 19 in Sino-HK joint ventures, 18 in Sino-Europe joint ventures, etc. 
ventures provide the least strategic flexibility because the partners are highly dependent 
on each other and must jointly make all the decisions relating to the IJVs [ibid]. It is 
suggested that foreign partners need to choose the legal mode which is most consistent 
with their goals and objectives [Teagarden and Glinow, 19901. Due to the dynamic 
nature of China’s business and legislative environment [Bruijn and Jia, 19971, it is vital 
to accurately identify which factors lead to the formation of successful IJVs 
[Martinsons and Tseng, 1995a] [Luo, 1995a, 1995b] [Kim, 19961 [Osland, 19941. 
The formation of a successful IJV can be complex and the subject of IJV 
formation has attracted much attention from researchers. One study concluded that 
“despite the increased frequency and strategic importance of international joint 
ventures in China, little is known about the performance of these ventures, nor the 
factors that affect the outcomes” [Osland and Cavusgil, 19961. In a study of 8 
companies, the authors derived a model of the factors which influence IJV 
performance, identifying market and legislative forces, plus factors related to 
companies’ strategies and organisational structure as having the greatest influence on 
success [ibid]. Similarly both Luo [ 1995b] and Glaister and Wang [ 19931 point to the 
importance of companies selecting the right partner, with whom there should be a 
good degree of commonality on strategic objectives. Campbell [ 19891 made an in- 
depth longitudinal study of twelve IJVs in China between 1985 and 1988 and identified 
three main factors for the success of IJVs: a suitable partner needs to be selected; clear 
business objectives need to be set at both strategic and operational levels and; good 
business relationships are essential. Pan [ 19941 has also investigated how the culture of 
the foreign partner exerts an influence on the way an IJV is formed, concluding that the 
origin of the foreign partner plays a significant role. 
Table III: Types of International Joint Ventures in China (from Teagarden and 
Glinow, 1990) 
Type Chinese Legal Mode (s) Operating Characteristics 
1 Operating Reciprocal Equity Joint Ventures lenst strategic flexibility; highly 
Alliances (ORAs) interdependent ‘and jointly carry out strategic and operating decision making, 
and engaged in joint production or service 
delivery; most control over IJVs 
uncertain outcomes. 
2 Operating Contractual Contractual Joint Ventures highly interdependent and jointly carry 
Alliances (OCAs) out strategic and operating decision making, and engaged in joint production 
or service delivery; 
3 Passive Contractual Exploration and research consortia only some partners engaged in joint 
Alliances (PCAs) production or service delivery 
4 Passive Reciprocal a) Process/assembly and buy-back most strategic flexibility; the degree of 
Alliances (PRAs) agreement; b) dynamic technology- engagement in production ‘and delivery transfer agreement; c) long-term licensing approaches “arm’s length”; least control 
agreement; d) compensation trade over IJVs (uncertain) outcomes. 
I 1 agreement. 
The scope of IJVs in China vary considerably; in their most extensive form they 
may include research and development, manufacturing, marketing, sales and 
distribution f%nctions [Kim, 19961. The characteristics of IJVs have been investigated 
empirically by several researchers (e.g. [Pan 19941 [Beamish 19931 [Wang, 19921 [Yan 
and Gray, 19941). They determined that most IJVs are in the engineering, electronics, 
chemicals and plastics sectors. As the government of the PRC usually exerts 
considerable pressure on the location of IJV facilities (and the choice of local 
suppliers), most are located along the coast or in such cities as Beijing or Shanghai 
[Martinsons and Tseng, 1995a]. Glaister and Wang [ 19931 identified what they termed 
a bi-polar distribution of IJVs; they tend either to be small companies interested in 
exporting from China or large multi-national companies focusing more on the Chinese 
domestic market. 
2) Internal / External Relationships for IJVs 
Developing, maintaining and managing relationships within and outside the venture are 
vital to the success of a IJV in the long term [Campbell, 19891 [Martinsons and Tseng, 
1995a]. The Chinese word pan,+-which means personal contacts-is often 
mentioned in the literature [Luo, 1995b] [Martinsons and Tseng, 1995a] [Pan, 19941. 
and developing good working relationships is essential for IJVs with all their contacts. 
Relationships within an IJV, between partners and between management and 
IJV employees are, not surprisingly, documented as key factors. Fundamental to the 
success of an IJV is the relationship between the management teams of the partners- 
understanding and mutual trust are essential but many problems can arise and “many of 
the problems and obstacles in international joint ventures have their roots in cross- 
cultural communication and understanding” [Fan, 19961. In order to understand where 
the problems and different perspectives arise, it is necessary to understand the views of 
both the foreign and Chinese partners [Wagner and Coll, 19941. It has been pointed 
out that it is therefore ironic that most studies of relationship problems have ignored 
the Chinese perspective [Yan and Gray, 19941 [Osland and Cavusgil, 19961. The 
division of responsibility between foreign and Chinese partners managers in an IJV 
influences the quality of the working relationship and “as a result, shared or split 
control is the principle means by which success may be achieved” [Beamish, 19931. 
Individual partners may have different objectives which can lead to conflicts. Typically 
foreign companies have strong profit and market share objectives for IJVs [Bruijn and 
Jia, 19931, whereas Chinese partners are more focused on longer-term objectives, such 
as technology transfer [Tsang, 19951. However, “Chinese managers’ perspectives, in 
particular, have not been well understood” [Osland and Cavusgil, 19961. Good 
relationships to the Chinese employees on the shop-floor of IJVs is also essential for 
improving productivity [Tsang, 19941 . 
External contacts are equally important to internal ones. Local bureaucracy can 
be a serious problem for IJVs and so close relationships must be developed by foreign 
IJV partners with the Chinese authorities [Chan, 19961. The relations with suppliers, 
particularly local raw materials and component suppliers, are complex and crucial 
[Martinsons and Tseng, 1995a, 1995b] [Tsang, 19951. The reasons why good contacts 
need to be forged with suppliers are that low quality, slow delivery, and the 
unwillingness to supply small quantities are common problems with suppliers in China. 
Consequently the availability of good local suppliers plays a key role in influencing the 
choice of products which will be produced in China [Bruijn and Jia, 19931. 
3) Operational Issues 
The trade press identified a number of operational problems which adversely affect IJV 
performance. The academic literature also discusses facilities and their costs, human 
resource management in manufacturing, quality, supplier management and technology 
transfer. 
IJVs need suitable manufacturing facilities in an appropriate location. The 
Chinese partner should be able to supply suitable facilities, low-cost labour, raw 
materials and components, and provide a good location from which to distribute the 
final products [Campbell, 19891. Overhead costs are, however, often high in China as 
local companies are often expected to provide housing and other services for their 
employees [Pan, 19951. 
Finding suitable staff for IJV manufacturing plants is difficult. The shortage of 
professionals and managers and the obvious differences between the Chinese and the 
foreign approaches to management make recruitment and training inevitably difficult 
[Tsang, 19941. Finding skilled Chinese managers is particularly difficult [Pan, 19951. 
Local employees often have not had suitable training and so this influences the level of 
technology which can be used in manufacturing in China [Pan, 19951. Other human 
resource management problems like employee discipline, trade unions may also pose 
serious interruptions to operations if not correctly handled [Tsang, 19941. 
Quality control strongly influences the success of manufacturing IJVs in China 
[Tsang, 19951 [Martinsons and Tseng, 1995a, 1995b] [Chua and Kin-Man, 19931. 
Although the concept of total quality management has been emphasised in China for 
the past decade, effective quality systems have seldom been implemented and the 
standard of manufactured goods and components is often variable [Martinsons and 
Tseng, 1995b]. In addition, due to poor inventory management, excess raw materials, 
work-in-process and finished goods inventory make it difficult for plants to maintain a 
clean operating environment, and this leads to further quality problems. Finally, most 
joint ventures have to extend their quality control beyond their own organisational 
boundaries and conduct training programs and/or inspection to their own suppliers 
[ibid]. 
The relations with suppliers, particularly local raw materials and component 
suppliers, are complex and crucial [Martinsons and Tseng, 1995a, 1995b] [Tsang, 
19951. One team of researchers studied 73 IJVs and concluded that “sourcing of 
material and components is a serious issue for IJVs in China” [Pan et al, 19951. The 
Chinese authorities often exert pressure on companies to purchase materials and 
components from specific local suppliers. However, because of the problems with local 
supply mentioned earlier, many IJVs source a high proportion of materials and 
components overseas; often a larger percentage than initially projected. This can lead 
to higher-than-expected production costs and to difficulties with the balance of foreign 
exchange [Campbell, 19891. 
The process and speed of technology transfer within IJVs is a critical strategic 
issue [Lan, 19961 [Tsang, 19951 [Martinsons and Tseng, 1995a]. The term technology 
transfer is a broad one which covers product design, process selection, equipment 
introduction, production documentation, operators’ experience, management and 
control systems. It may take place at different levels (e.g. production technology or 
management technology) [Lan, 19961. Major problems which hinder smooth 
implementation of technology transfer are identified as the recruitment of suitable staff 
and managers, communication and training [Tsang, 19951. 
4) Performance of IJVs 
Quite a few studies focus on how the performance of IJVs can be best measured (see 
for example [Osland and Cavusgil, 19961 [Osland, 19941 [Luo, 1995a, 1995b] [Hu and 
Chen, 19961 [Luo and Chen, 19951). However, most of the literature focuses on high- 
level performance criteria and ignores operational measures. 
IJV partners often use different criteria to evaluate performance, or have 
different perceptions about what has been achieved [Osland and Cavusgil, 19961 
[Osland, 19941. Another reason is that different dimensions are used to measure IJVs 
performance [Luo, 1995b]. For example, Chinese partners tend to focus on process- 
oriented criteria such as technology transfer, managerial learning and exports. As 
indicated earlier, foreign partners in contrast use criteria such as profitability and 
market share. Both sides are interested but from different perspectives in the transfer of 
know-how. 
From the review of the literature, it was notable that little research has focused 
on the day-to-day measures used by partners to determine the performance of their 
manufacturing operations. Consequently Beamish [ 19931 has pointed to the need for 
research into this area. 
Chinese Research 
For many western researchers, the literature published in Chinese on IJVs is 
inaccessible. However, as IJVs involve both foreign and Chinese partners, it is 
important to consider the research which has been published in Chinese and from a 
Chinese perspective. A literature survey revealed that a significant number of articles 
have been published in Chinese. One previous researcher has dismissed these as “either 
propaganda or promotion rather than academic research in nature, and written in a 
totally different framework with little quantitative analysis” so that “it is impossible to 
draw any meaningful comparison with Western studies.” [Fan, 19961 However, the 
authors of this paper dispute the claim that nothing can be learnt from the Chinese 
literature. Therefore, to demonstrate this and make the content of the key Chinese 
articles accessible to researchers, the articles will be reviewed. 
Thirteen key Chinese articles and textbooks are listed in Table IV. These were 
selected because they: 
l Are representative of the typical type of research published in Chinese; 
l Were published in top Chinese journals or are leading textbooks. (Four highly- 
recognised, refereed Chinese journals-A4a~magww~t World, Journal of Industrial 
Economy of China, Economic Research Journal and Economic Theory and 
Business Managunuzt-were reviewed for this study.) 
l Discuss problems that both Chinese researchers and the authorities consider to be 
the most important ones concerning IJVs. 
To enable easy comparison, the literature in Chinese has been summarised 
under similar headings to those used for the literature in English. However, one area 
which is covered in more detail by Chinese authors is the business environment in 
China. Therefore, the summary of the Chinese literature has the following headings: 
l The business and economic environment for IJVs 
l The legislation on IJVs in China, their formation and characteristics 
l Relationships pertaining to manufacturing IJVs 
l Operational issues 
Table IV: Summary of Selected Literature in Chinese on IJVs in China 
I 
1 
I 
I 
1 
7 
; 
N 
Author(s) Title/Subject Publication Methodology Sample Main Topics Covered 
I Size I 
go\‘emment \w1t selection; dynamic technology transfer, quality and norm guarantee 
literature review, news paper 
International Companies on China 
terature review news 
Four highly-recognised, refereed Chinese journals were reviewed for this study. These are: .Ilanagement World, Journal oflndustnal Econotq~ of Chrna. Economic Research Journal and Economrc Theor); andBusmess 
A4anagement. 
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Performance of IJVs. 
1) Business and Economic Environment 
A number of authors discuss the broader issues of IJVs and their influence on the 
economy. Whereas the focus of Western studies tends to be on companies, there is 
much discussion in the literature in Chinese on the advantages and disadvantages of 
IJVs. 
The growth of FDI is obviously recognised [Anonymous, 1995b] but it is not 
always viewed positively; there is a degree of controversy that pervades the literature. 
Many advantages of IJVs are acknowledged: such as the investment in China they 
bring [Chen, 19951 [Wang, 19961; the potential for the transfer of technology and 
management skills [Chen, 19951 [Wang, 19961 [Anonymous, 1996a] [Han and Xu, 
19951 [Zhou et al, 19921; and increased exports [Wang, 19961. However, a range of 
disadvantages, from the Chinese perspective, have been identified. These include the 
slower than expected transfer of technology and management skills [Chen, 19951 
[Wang, 19961; the recognition that introducing IJVs is probably not an effective way to 
guarantee the balance between exports and import [Chen, 19951; and the Chinese view 
that multi-national enterprises have made excessive profits in China [Chen, 19951. The 
fact that R&D capability has seldom been created in IJVs is seen as a big disadvantage 
[Wang, 1996][Anonymous, 1995b]. However, not only have disadvantages of IJVs 
been identified but, in addition, a key question has been raised what level of FDI is 
desirable? Some comments claim that FDI is already too high and the real returns for 
China are unknown [Anonymous, 1995b]. Consequently, it has been recommended 
that FDI be limited [Chen, 19951, although other writers have appealed that it is too 
soon to limit investment [Wang, 19961. 
The discussions on the merits of FDI to the Chinese economy has led a number 
of authors to point to the urgent need for research in this area [Chen, 19951 
[Anonymous, 1995b] and, particularly, on ways to improve the business environment 
to support Sino-foreign ventures [Lu, 19971. 
2) IJVs: Legislation, Formation and Characteristics 
Full descriptions of the types of IJV allowed in China and the relevant legislation are 
given in textbooks such as Rong and Wei [ 19941. In this area the literature in both 
English and Chinese is similar; it is largely descriptive. However some additional 
perspectives can be found in the Chinese literature. 
For instance, competition for FDI between different regions is leading to 
problems, as the legislation for IJVs defined by central government is not always being 
followed by regions which are pursuing investment [Chen, 19951. The legislation 
governing the market economy in China is seen still to be in its infancy; the influence of 
government control is recognised to be crucial [Lu and Wang, 19961. For example, 
state-owned enterprises are encouraged form IJV with foreign partners, while private 
enterprises are not allowed [Rong and Wei, 19941. State-owned enterprises are 
recognised as having serious limitations as IJV partners. These include slow, 
ineffective decision making, too many employees and often obsolete equipment. 
The above issues all combine to make the formation of IJVs risky and 
consequently the rate of fit11 implementation (e.g. manufacturing products) is only 
between 50% and 60% [Anonymous, 1996a]. The right choice of partner is seen as 
essential, for the foreign company [Lu and Wang, 19961 but also for the Chinese 
company looking for a foreign partner [ Zhuo et al, 19921. 
Probably the most comprehensive analysis of the characteristics of IJVs in the 
Chinese literature is that of Han and Xu [ 19951. This study empirically investigated 68 
companies, surveying the percentage of Chinese chairmen (63%) and the balance in 
control of operations between foreign and Chinese managers. This study is important 
as it looks at some specific operations issues. For instance, it identifies the weakness of 
Chinese managers in manufacturing management and lists a range problems observed 
in manufacturing IJVs. 
3) Internal / External Relationships for IJVs 
Chinese researchers also discuss the importance of relationships and the relationship 
between management at IJV partners is often mentioned. Too much control of IJVs by 
foreign partners is often identified as having a negative influence. This imbalance in 
management power [Anonymous, 1995b] often leads partners quarrel about 
operations objectives. Several studies point to the positive perception from Chinese 
managers of a more co-operative approach by foreign companies (e.g. [Han and Xu, 
19951 [Lu and Wang, 19961) and imply that this will lead to more effective (joint) 
decision making. 
Experience from the private sector will show ways for state-owned enterprises 
to reform. These “new operations mechanisms” [Rong and Wei, 19941 are considered 
to be applicable to the “socialist market economy” in China of management of Chinese 
enterprises [Han and Xu, 19951. 
4) Operational Issues 
Operational problems are widely mentioned by Chinese authors. The complexity of 
manufacturing management is recognised [Lu and Wang, 19961, as is the need for 
more Chinese managers to gain experience in this area [Wang, 19961. Currently, the 
approach of many Chinese mangers to solving operations management problems is too 
informal [Han and Xu, 19951. It has been said that “management theory in general is 
important but what is more important is the value of concrete operations management 
skills [in China]” [Lu, 19961. 
Chinese IJV partners are sometimes poor at getting loans from local banks and 
at getting materials and components from local suppliers [Anonymous, 1995b] 
[Anonymous, 1996a]. Quality problems with materials from suppliers is common [Lu 
and Wang, 19961. Some empirical studies have revealed that specific management 
techniques such as statistical process control and manufacturing resource planning are 
very useful in IJVs [Han and Xu, 19951. 
Similar to Western research, Chinese studies highlight the importance of 
training and retaining local managers, but approached this issue from a different 
perspective [Lu and Wang, 19961 [Anonymous, 1996a] [Han and Xu, 19951. Local 
managers are only perceived as filly qualified if they are loyal to the Chinese 
government, serve the benefit of the Chinese partner and ensure the Chinese parent 
firm’s control over IJV operations. Whether they posses management skills and 
proficient communication is perceived as less important than their loyalty. 
Nevertheless, local managers are encouraged to learn western management skills and 
incorporate these into Chinese style and culture [Yao et al, 19911. 
From a Chinese perspective, technology transfer is key and government policies 
are favourable to IJVs which suceed in this area [Lu and Wang, 19961 [Rong and Wei, 
19941. Both government and researchers recognise that it is advantageous to 
“exchange some domestic market share for advanced technology” [Liu and Tang, 
19961. However, technology transfer is not moving as fast as expected [Luan, 19951, 
5) Performance Evaluation 
Many aspects of performance including labour productivity, balance of foreign 
exchange and business profit are important both to the Chinese government and 
Chinese partners [Anonymous, 1996a] [Chen, 19951 [Rong and Wei, 19941. Lack of 
good operations management and qualified managers, low rates of investment, and 
poor profit transfer (e.g. high value-added import and low value-added export of 
products) are widely suggested to contribute to the poor operational performance in 
IJVs [Anonymous, 1996a] [Han and Xu, 19961. 
Many studies imply that, in spite of general cultural barriers, it is relatively easy 
for local people to adapt to working with Western corporations and culture. Some 
studies (e.g. [Chen, 19951) identify that joint ventures with Hong Kong and Taiwanese 
firms lead to more problems than with Western companies. This is because the former 
are more likely to use illegal business practices and, in addition, technology transfer is 
typically limited. So joint ventures with Western firms normally enjoy a better 
reputation and most joint ventures with large Western companies are reported to be 
performing well. 
The importance of performance evaluation has been frequently recognised. 
However, no concrete measures at business level has been identified to deal with 
current problems. Systematic research on performance are in great demand [Rong and 
Wei, 19941 [Anonymous, 1995b] [Anonymous, 1996a]. 
Comparison of Western and Chinese Research 
The common areas between the literature on IJVs in English and Chinese are: the 
legislation on IJVs in China, their formation and characteristics, relationships 
pertaining to manufacturing IJVs, operational issues and IJV performance. In addition, 
Chinese researchers highlight the importance of investigating the real value of IJVs to 
the Chinese economy. Western researchers are more interested in how an appropriate 
partner can be selected and a successful IJV formed. Unfortunately, most operational 
issues have been identified but not investigated. 
The difference in style between the Western and Chinese papers warrant 
comment (see Table V). Most Western papers investigate contemporary events and 
case studies and surveys are widely used. The majority of data comes from the 
manufacturing sector, particularly from Sino-US IJVs. Western research focuses on the 
company as the unit of analysis, collects primary data, and draws conclusions which 
are directly applicable to managers. 
In contrast, Chinese work usually takes the national economy as the unit of 
analysis and conclusions are largely aimed at policy-makers. Chinese researchers are 
less concerned with the quality of research design and their investigations tend to use 
secondary data. Another distinction is in the presentation. Chinese papers do not 
consider the literature and seldom give references or quote sources. This is because the 
majority of authors are government employees; the majority of Chinese journals are 
aimed at policy makers rather than practitioners; and there is only a short tradition of 
management research in China. However, the literature in Chinese should not be 
ignored if a better understanding of IJVs is to be achieved. 
Table V: Comparison of Western / Chinese Research Styles 
Items of Comparison 1 Western Research Chinese Research I 
Main audience 
company, business. managers national economy, industry, region 
managers in companies macro policy-makers 
stated in detail usually not stated 
narrow (focused) wide 
first hand mostly 
usually listed 
second hand mostly 
seldom given 
concrete results, conclusions nnd general conclusions and suggestions 
PROPOSED DIRECTIONS FOR RESEARCH 
The number of papers published reflects the fact that the increasing number of IJVs in 
China is attracting the attention of researchers. Previous studies have focused on the 
way different types of IJVs are formed; the importance of relationships in managing 
IJV; and the need for good operations management, particularly in achieving 
appropriate quality levels. However, little previous research has been conducted from 
the operations management perspective and so further research is necessary “in order 
to reveal the myth around how a JV in China is actually managed and evolved, and 
what are the key success factors [sic]” [Fan, 19961. 
Before recommendations for further research are given, it should be noted that 
previous authors have identified the importance of adopting the right approach to 
researching IJVs in China. For example, Osland and Cavusgil [ 19961 recognised that 
research needs to be conducted not only from a Western perspective, with only 
interviews with managers from Western IJV partners. The Chinese perspective on the 
issues and problems faced by IJVs is important data that has too often been ignored 
[Fan, 19961 [Yan and Gray, 19941. Yan and Gray [ 19941 also point out that there is a 
need for longitudinal studies of IJVs; much of the extant research has concentrated on 
the formation of IJVs only and has ignored longer-term development of these ventures. 
Cross-industry studies are also needed [Fan, 19961. 
Which areas of the management of IJV manufacturing are recommended for 
further research? Five main areas for future research are proposed:- 
l A4anufacturing Strategy. Partners in manufacturing IJVs often have different 
objectives. How are these differences resolved at the business strategy level and 
how does this lead to the formulation of a manufacturing strategy? It is an area 
where little previous research has been conducted. The links between business, 
marketing and manufacturing strategies are important ones [Hill, 19921 and an 
investigation of these in the context of IJVs in China is needed. 
l Benchmarking Manlrfactwing Performance. There has been significant previous 
research into business performance of IJVs in China and most of these studies have 
used manufacturing companies as examples. However, these studies have totally 
ignored measures of manufacturing performance. Although problems have been 
identified in variety [Martinsons and Tseng, 1995b]; quality [Martinsons and Tseng, 
1995b]; productivity [Tsang, 19951; and cost [Anonymous, 1996a], actual 
measurement of these factors has not been made. Management of manufacturing 
performance is widely suggested to be the critical factor to the success of IJVs 
[Osland and Cavusgil, 19961 [Martinsons and Tseng, 1995b] [Anonymous, 1996a] 
[Han and Xu, 19951. In Western research there is a strong emphasis on 
benchmarking manufacturing performance (e.g. [New and Szwejczewski, 19951) 
and this approach is needed, particularly in the context of international operations 
[Adam and Swamidass, 19921. 
l Cross-Functional Integration. Research into manufacturing IJVs has revealed that 
many companies fail to achieve good marketing performance because of problems in 
manufacturing [Osland, 19941 [Osland, 19961 [Pan, 19951 and there may be 
disputes between different functions on priorities [Osland, 19961. However, best 
practices in solving these issues need to be identified as, potentially, the better 
integration of manufacturing, marketing, purchasing, etc. will lead to an 
improvement in the efficiency of manufacturing IJVs. 
l Supplier Management. The shortage of good local suppliers poses a serious barrier 
to the successful implementation of manufacturing IJVs in China [Pan, 19951 
[Anonymous, 1996a] [Han and Xu, 19951 [Campbell, 19891. Problems with 
suppliers seriously affects technology transfer [Lan, 19961; the quality and delivery 
of products [Tsang, 19951; and the cost of the production [Han and Xu, 19951. 
Although these problems have been clearly identified by previous research, there has 
not been an investigation of the approaches used by companies to address them. 
Currently, there is a steady stream of research on the importance of supplier 
management (e.g. [Krause and Ellram, 19971 [Goffin et al, 19971 [Burt, 19891) and 
there is a need for this type of investigation to be made at Chinese IJVs. Which 
criteria do companies use to evaluate their local Chinese suppliers? What type of 
relationships do IJVs have with their suppliers? Are there best practices in supplier 
management in China? These are the sort of questions that need to be answered. 
l Adoption of Operations Marlagemerrt Corrcepts and Practices. Much of the 
literature identifies the weakness of Chinese operations management practices. As 
advanced management techniques and concepts become known and applied in 
China, there is a need to study how they are modified-localised-to make them 
effective in the local environment [Anonymous, 1995a] [Anonymous, 1996a]. 
CONCLUSIONS 
The contribution of this paper is that it has, for the first time, reviewed both the 
Western and Chinese literature on international joint ventures in China. It has 
contrasted the methods and findings of these two bodies of literature and, from an 
operations management perspective, identified key opportunities for further research. 
The range of topics recommended for further research are manufacturing strategy, 
manufacturing performance, cross-functional integration, supplier management and the 
adaptation in China of operations management practices. This research would not only 
be important for filling gaps in the academic knowledge but also would be very 
relevant to managers of IJVs in China. The rapid growth in the Chinese economy and 
in the number of Western companies with manufacturing operations in China means 
that operations management researchers should not ignore this area-especially as 
there is a real need for improvements in both the theory and practice of IJV 
manufacturing management. Many questions need investigation and they should be 
answered by suitable empirical research made from an operations management 
perspective. 
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